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Abstract 
 
A significant issue facing government at all levels is the provision of governmental services, 
information and property (e.g. government’s social and intellectual capital) through “online” 
marketing transactions.  Using a diffusion theory approach  (Rogers, 1983) this paper 
discusses the findings of a study investigating strategic factors that affect the adoption of an 
online e-commerce marketing approach, with emphasis on elements related both to the 
innovation itself (e.g. Rogers, 1983), as well as environmental characteristics. In-depth 
interviews of a sample of 42 high level governmental officials, chosen across various agency 
types, and Australian states were conducted.  Governmental decision-making about on-line 
service provision tended to be generally following a “production” or “product” orientation 
rather than a customer oriented marketing one. Findings showed support for the hypothesised 
relationship between political pressure and adoption, and the importance of being shown to 
“be doing something” immediately or in the very near future. Implications for marketing 
management and suggestions for further research in the area are given. 
 
Keywords: Government, Not for profit marketing, Electronic marketing, Innovation Adoption 
 
Introduction 
 
E-commerce, the ability to offer goods and services over the World Wide Web, is expected to 
have a compound annual growth rate of 100 per cent around the world in the next few years.  
In Asia-Pacific e-commerce revenues are forecast to grow from $US37.4 billion in 2001 to 
nearly $US 893 billion in 2006—a huge increase! (www.idc.com), with the three leading 
markets , Australia, Japan and Korea—accounting for 94 percent of the Asia-Pacific on-line 
market.  Consequently, e-commerce and online marketing in particular have become 
important new competitive realities for both the private and public sectors—with important 
implications for the management of social and intellectual capital. 
 
The aim of this study was to identify factors that drive the adoption process and provision of 
e-commerce in public sector agencies.  While considerable (though largely descriptive) 
research has been done to investigate the early online marketing environment of private sector 
firms, there is a dearth of such studies of the online marketing and decision-making 
experiences of public sector enterprises. Yet given the huge potential impact on consumers 
and public sector agencies alike arising from decisions to offer online services, this is a key 
area for research. This paper contributes to knowledge by examining this issue from a 
diffusion theory (e.g. Rogers, 1983) and marketing orientation perspective. Rogers (1983) 
theory proposes that an individual first forms an attitude toward the innovation leading to an 
adoption or rejection decision. Numerous studies in the marketing literature have shown the 
importance of the marketing orientation and understanding customer need in the diffusion 
(adoption) process (Aaker and Mills, 2005). The relevant research literature from these 
perspectives and that concerning adoption of technology is first discussed, followed by the 
study methodology, and key findings and marketing implications. 
 
Background and Literature 
 
The aim of this study was to identify those decision-making factors that affect the adoption 
and marketing of online service provision by public sector enterprises. This area of research is 
extremely important for a number of reasons. Firstly (and perhaps most critically), the 
decision-making factors affecting online marketing and service provision are key areas for 
research that have been essentially ignored in the existing literature to date (Ching and Ellis, 
2004).  Secondly, the existing literature in the area of online marketing has also been 
characterised by a dearth of public sector studies—a crucial empirical gap. Thirdly, as 
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Federal, State and Local governments in Australia are currently launching or contemplating 
launching early efforts to provide services “on-line” to their various constituencies, it would 
seem important to examine the 
marketing decisions associated with the  online adoption process of these efforts . 
 
These public sector efforts provide an important and interesting area for marketing 
investigation, for many reasons. First, the decisions made now by governments relating to 
whether and how to adopt and disseminate online transactional service delivery to their 
constituents may have far-reaching and lasting implications for service delivery to customers 
both in the present and in the future. For example, decisions made about which technological 
platforms to adopt in this regard are not easily reversed, and once adopted, governmental 
online service programs—like some other government activities--once begun may take on a 
life of their own. Are such decisions being undertaken with the needs of the market foremost 
on the agenda? Second, both large numbers of citizens will potentially be affected and large 
economic expenditures are likely.  Making the “right”, “informed”, “efficient” decisions 
would therefore seem paramount. Given that the literature supports economic and financial, 
as well as other measures of success for firms with a market orientation, does current 
governmental thinking about on-line service delivery reflect a market orientation? Third, and 
perhaps most importantly, there are many important questions requiring decisions layered 
within the on-line service delivery issue.  For example, a growing body of research exists 
concerning the dilemmas inherent in balancing technological service delivery against the 
issues of public access to information and services( cf. Mills and Harris 1982  study on the 
impact of scanning technology in supermarkets on disadvantaged consumer groups) , safety 
concerns (e.g. Leverick, Littler, Wilson and Bruce 1997) as well as on privacy and other legal 
issues associated with electronic databases (Long, Hogg, Hartley and Angold 1999).   
 
Examples of early governmental online efforts in Australia include the Canberra Connect 
project, Our Brisbane portal, many aspects of Treasury’s ASAP shared services program, 
various efforts in NSW and Victoria, and so on.  Depending on agency a myriad of services 
may potentially be offered through on –line transactions-- for example, payment of household 
rates, pet licensing, driver licensing renewals, online payments for driving citations, auto 
registration and ownership checks, reservations for public accommodations, property 
searches, and legal conveyancing.  
 
These on-line service programs have in many instances received considerable media and 
political attention, in some cases being tied to larger political agendas.  For example in 
Queensland, the much- hyped “Smart State” program stresses technological innovation and 
governmental research and other support for high-tech industries and high tech service 
provision of various types (Lucas 2003).  State and local government efforts in Queensland 
are joining the political bandwagon in this regard.  For example, Brisbane City Council has a 
major effort under way in the provision of on-line services to its citizens. 
 
Clearly, researching the factors important to the adoption of online service programs by 
government would seem to be an important area for study. 
 
Literature  
 
Adoption of On-Line Marketing 
As noted above, the decision-making factors affecting online marketing and service provision 
are key areas for research that have been essentially ignored in the existing literature to date 
(Ching and Ellis, 2004).  Secondly, the existing literature in the area of online marketing has 
also been characterised by a dearth of public sector studies—a crucial empirical gap! 
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Further, much of the existing literature to date has also been descriptive, providing little more 
than typologies of current and/or anticipated online business practices (e.g. Bennett  
 
1997;Hamill and Gregory 1997 Poon and Swatman 1997). For example Poon and Swatman’s 
(1997) study of how 23 small Australian businesses used the Internet for business and what 
benefits were obtained used a case study methodology and descriptive statistics. Few studies 
have attempted to go beyond simple descriptive goals of identifying online marketing 
practices or to measure their perceived contributions (Ching and Ellis, 2004). 
  
Previous  (private sector) literature has tended to descriptively address the relationship 
between new electronic technology such as ATMS, electronic funds payment systems, or the 
Internet and user profiling or user experiences, either from the perspective of diffusion of 
innovations theory (eg Kangis and Rankin 1996; Alpert 1994; Pope, Brown and Forrest 1999; 
Antonides, Amesz and Hulscher 1999) consumer attitudes towards technology (e.g. LeBlanc 
1990; Goode, Moutinho and Chien 1996) or willingness to pay for technological innovation 
(e.g. Mills 1994, 2002).  Ching and Ellis (2004) point out that the literature documenting the 
pattern of Internet adoption has itself reflected a geographical pattern mirroring actual 
Internet usage.  Early studies originated in the United States ( Breitenbach and Van Doren 
1997;Vadapilli and Ramamurthy 1997)  and Europe (Bennett 1997;Webb and Sayer 1998), 
with more recent studies done in Asia Pacific ( Ching and Ellis 2004; Phau and 
Poon.2000;Teo 2001), and the Pacific Rim (Fenech and O’Cass 2001;Poon and Joseph,2001).  
 
Diffusion Theory and the Adoption Process 
 
The diffusion theoretical approach was felt to be particularly relevant for the current 
investigation.  Rogers’ (1983) seminal work defined an innovation as any idea, process or 
object perceived as new by an individual or other unit of adoption.  In particular a favourable 
attitude towards an innovation is a function of the innovation’s perceived relative advantage, 
compatibility with potential user needs, and complexity (ease of use). 
 
The innovation potentially provides a new mechanism of problem solving facilitation.  Rogers 
(1983) theory proposes that an individual first forms an attitude toward the innovation leading 
to an adoption or rejection decision. A favourable attitude toward the innovation is more 
likely if the innovation is perceived to have a relative advantage over an existing system, is 
compatible with the needs, values and experiences of the potential adopter, and is easy to 
understand and use. 
 
Characteristics of Innovations
The salience of these innovation characteristics has been demonstrated in numerous studies 
related to adoption of e-commerce.  Relevant advantage, the degree to which an innovation is 
perceived as being better than its predecessors, has been shown to be an important positive 
characteristic leading to adoption (e.g. Premkumar et al.1994;Thong and Yap 1995, Teo,et al. 
1997, Thong 1999). Both Premukumar and Roberts ‘(1994) study and Thong’s (1999) study 
showed, for example, the perceived relative advantage of new information technologies to be 
a significant factor in their adoption in small businesses.  
 
Compatibility has also been shown to be a significant positive factor affecting adoption (c.f. 
Cooper and Zmud, 1990, Teo, et. al.,1997, Thong,1999). Thong’s (1999) study, for example, 
showed the influence of compatibility in the positive adoption of information systems in 166 
small Singaporean firms. 
 
Adoption of an innovation is less likely, however, if the innovation is perceived to be difficult 
to use or complex (Tornatzky and Klein, 1982, Cooper and Zmud, 1990, Thong 1999), and is  
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also affected by the perceived costs versus benefits of the innovation (e.g. Mills 1994). There 
are many dimensions of cost, including the costs of acquiring, tooling up costs, costs related 
to the experience curve (learning to use the innovation), opportunity costs of acquiring the 
wrong innovation, and social and psychological costs--to name a few.  
 
In the information technology area, the research evidence has generally supported the notion 
that cost is an important variable affecting adoption (c.f. Tornatzky and Klein 1982, Fink 
1998, Prekumar et al. 1994, Mills, 1994), although a study by Palvia, et. al (1994) suggested 
that the drive toward commodity hardware and the availability of inexpensive software 
packages mean cost is not a significant deterrent in the adoption of information technology.  
Environmental Factors 
 
There is a significant amount of research investigating the effect of environmental factors on 
adoption of an innovation, including the intensity of competition, provision of incentives to 
purchase, customer pressure and willingness to pay for innovation, and the like.   
 
Incentives offered by suppliers have been shown to have an effect on adoption in studies by 
Gatignon and Robertson (1989), and Ha (2000).  In the latter study, for example, respondents 
reported that incentives offered by their Internet service providers (ISPs) were important 
factors in their adoption of websites. Intensive competition has also been found to be 
correlated with adoption (Kimberly and Evanisko, 1981, Ettlie 1983, Delone, 1988, Gatignon 
and Robertson 1989). 
 
Customer pressure has also been shown to be an environmental factor in adoption 
(Premkumar and Robert, 1999).  Other studies (such as Mills, 1994) have investigated 
customers’ willingness to pay for technological innovation, finding a “gap” often exists 
between customers’ willingness to pay and the realities of technological service delivery 
costs—thus making for dilemmas in terms of  (1) potential adoption of the technology by 
supplier organisations, as well as (2) pricing service delivery if the innovation is adopted. 
 
Finally, environmental factors in the form of regulatory issues concerned with a variety of 
consumer protection, ( e.g. Mills and Harris 1982 ), safety concerns (e.g. Leverick, Littler, 
Wilson and Bruce 1997) as well as on privacy and other legal issues associated with 
electronic databases (Long, Hogg, Hartley and Angold 1999) have been shown to be related 
to adoption of technology, and/or the ability to recognise  optimally the significant gains in 
productivity or information retrieval the innovation represents.   
 
 Study Hypotheses 
 
While the nature of the research, given the dearth of public sector studies, was certainly 
somewhat exploratory (and probed a number of more general issues surrounding adoption 
decisions), the findings of existing private sector research (and the extensive diffusion theory 
literature cited above (which begun with Rogers, 1983 seminal work) suggested a number of 
hypotheses related to adoption of e-commerce by government agencies that were 
subsequently examined for confirmation in the study. These are shown below. 
 
In particular, it was proposed that adoption will be positively correlated (+) with : 
 
(h1)the perceived advantages of the innovation itself relative to substitutes,  
(h2)its compatibility with existing organisational values, 
(h3)the presence of political pressure 
(h4)competitive intensity, and 
(h5)customer pressure. 
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With respect to the variables of competitive intensity and customer pressure that make up 
hypotheses Four and Five, while it is true that the some governmental agencies are the sole 
providers of public services and do not necessarily operate under all aspects of private sector 
markets, it is nonetheless true that governmental agencies do often compete among 
themselves (as well as with private sectors providers in many instances) for both customers 
and market position. Further their customers, even if an agency is a “sole provider” may well 
exert pressure on the agency to provide services through an online format. Thus it was felt 
valuable to include these variables in the study. 
 
 
It was further proposed that adoption would be negatively correlated (-) with: 
(h6) the perceived costs of offering online transactions, 
(h7) the perceived unwillingness of customers to pay for the service innovation, 
(h8) the perceived complexity of the online service, and 
(h9) perceived regulatory barriers believed associated with the management and 
dissemination of such governmental “capital”. 
 
Method 
 
Research Design 
 
An initial questionnaire was drafted to cover the more general as well as specific issues and 
hypotheses above.  Measures for the constructs subject to hypothesis testing in the study were 
drawn from previous research. The questionnaire and interview protocols were pre-tested 
both internally and with a convenience sample of representatives from two Queensland 
government agencies. The pre-testing generally supported the items and procedures to be used 
in the study, with only minor modifications necessary. 
 
Sample 
 
The sample consisted of 42 high ranking governmental representatives from 20 Government 
agencies from Queensland, Canberra, New South Wales and Victoria. Given the “Smart 
State” emphasis in Queensland as well as a limited research budget, a decision was made to 
primarily focus the study in Queensland.  An initial listing of Queensland governmental 
agencies was compiled and a random sample of these was taken for the study, with the 
purposive addition of a limited number of other agencies outside Queensland to somewhat 
broaden the sample.  Agencies and number of representatives appear in the Appendix.  
 
Data Collection Procedure 
 
The data collection procedure consisted of in-depth interviews held with high- ranking agency 
officials, with representatives from both executive management (e.g. Chief Strategy Officer, 
General Manager) and senior technical management (eg. General Manager Technology).  
Interviews lasted an average time of 30 minutes, and covered topics suggested from the 
literature and the hypotheses mentioned above, and were intended to explore issues, generate 
findings and for hypothesis development for later stages of the research.  
 
The use of in-depth interviews that allowed response follow-up was consistent with the 
study’s exploratory purpose as defined above, and with a myriad of other Internet marketing 
studies (e.g. Ching and Ellis 2004;Doherty, Ellis-Chadwick, and Hart 1999; Poon and 
Swatman 1997).  Interviews were semi-structured, with respondents encouraged to freely 
discuss their adoption considerations in some detail, but also probed respondents on a set of 
standard questions, to allow for hypothesis testing. 
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The protocol first called for a series of open-ended questions that allowed respondents to tell 
their adoption decision story, but which were followed up by the interviewer to gain clarity  
 
with respect to the considerations that featured in the adoption decision-making process. In 
particular, respondents were follow-up probed about three categories of marketing variables 
that may or may not be important in the agencies’ decisions to adopt online marketing of 
services: (1) Marketing Mix decisions (2) Target Market/ Segmentation Issues and (3) Service 
Quality/Customer Satisfaction/Dissatisfaction issues.   
 
Then, respondents were asked a series of standardised questions, with scaled items drawn 
from previous research (in particular Ching and Ellis 2004, Mills, 1995). These items formed 
the basis for the hypothesis testing. Finally, respondents were asked follow-up questions to 
elicit additional understanding of their responses to the hypothesised relationships. 
 
Findings and Discussion   
 
Qualitative Findings 
Findings mentioned briefly below are derived from verbatims from the depth interviews, 
content analysis/order of mentions from the interview notes across all agencies. 
 
Key factors driving service decisions: 
Key factors driving online service decisions, in order of mentions, included political 
expediency, quickness, ease of application/trial, being “first”, some history in providing the 
product/service. A key factor not mentioned by any agency was customer needs/desires. 
 
Verbatim statements relating to this section of the interview included the following: 
 
“There is a lot of implicit and perhaps explicit political pressure to be seen as being 
responsive and “up to date” through providing online services.  In essence, we have to have 
online transactions….”. 
 
“We have dabbled in online provision of a very few services, but the political pressure is there 
now such that we are about to considerably expand what we offer”. 
 
“In terms of online, we’ve pretty much taken things we’ve provided in hard copy because 
that’s what we know.” 
 
Marketing Mix Decisions:   
Follow-up probing revealed that pricing was by far regarded as the most difficult decision 
area.  Only six of the agencies interviewed had given consideration to development of 
promotional efforts to facilitate use of the individual services. Of these predominantly this 
was to be directed to existing  (usually hard copy) purchasers of services.  Distribution or 
service availability issues ranged over a large variety of topics, including setting up computer 
equipped “kiosks’ for consumer interface in various public venues. 
 
Verbatims from the respondents relating to this section included the following: 
 
 “The most difficult area for us is pricing.  We know how to price over-the-counter hardcopy, 
but the price for electronic transactions is another matter.” 
 
“Who’s going to use it, how many, and access are all potential issues for which we don’t have 
a lot of answers.” 
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Target Market Selection and Profiling Decisions:  
 
 
Only a very few of those agencies interviewed had a history of on-line service provision and 
some sense of customer profiles. Most agencies were focussed on the conversion of present 
“hard-copy” customers to electronic service provision.  Issues of technological competence 
among users were mentioned by only 7 of the agencies interviewed. 
 
Sample verbatims from the interviewer notes included the following comments: 
 
”Generally we’d like to move our existing customers to online.” 
 
“Our online target, for the most part, is the current users of our hard copy services.” 
 
Service Quality/Customer Satisfaction, Dissatisfaction Issues:  
Importantly, tracking of customer satisfaction/dissatisfaction with on-line service provision 
did not feature in any of the interviews. Service quality was primarily mentioned in 
technological terms of 24/7, lack of downtime, and infrastructure provision. 
 
A sample verbatim statement from this area of the interview is below: 
 
“Certainly, our decision in some areas (to adopt an e-commerce approach) is heavily 
weighted around the necessity of reliable technology.  We need to have 24/7 availability and a 
minimum of downtime to be credible and to provide a useful offering. This is a highly visible 
thing, and we don’t want to wear egg on our face.” 
 
Discussion of Qualitative Results 
 
The depth interview results showed a generally reactive ( as opposed to a proactive) process 
to on-line marketing strategy taken by government agencies; agencies seemed to be reacting 
to   The nature of the process tended to follow a “product” (e.g. “build a better mousetrap and 
the world will beat a path to your door”), as opposed to a “marketing” orientation. That is, a 
key factor not mentioned by any agency was a pro-active consideration of customer 
needs/desires—the foundation for a marketing orientation.  The decision-making process, as 
discussed, also seemed to reflect a more “emergent” strategic development process, as 
characterised by the work of Downs, Durant and Carr (2003) who note that emergent strategy 
is (1), less advanced, compared to other strategic development processes, (2) has the potential 
to address current challenges facing organisations, and (3) these strategies are reliant on the 
ability of the organisation to learn from employee experiences on all organisation levels. The 
direction of the qualitative results is also consistent with a study by Fuller-Love and Cooper 
(2000) that indicates a key disadvantage in emergent strategies and their use.  Fuller-Love and 
Cooper (2000), in studying the strategic information management of the Post Office, note that 
a planned strategy would have been more beneficial towards Post Office customers as this 
would focus on customer needs rather than those of other interested parties. 
 
Degree of Agency Adoption  
 
Using an approach from previous research (e.g. Ching and Ellis, 2004), prior to the 
hypothesis testing, agencies were classified as to the degree of overall adoption of online 
service transactions, using a classification system that features three categories of Internet 
adoption—traditionalist, straddler, and innovator, which represent a continuum of Internet 
adoption.  Traditionalists are limited adopters of Internet technology, who may use the Web 
only to advertise or provide basic information.  Straddlers go further than traditionalists in 
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using a somewhat greater array of Web capabilities, but hedge their bets—also offering the 
more traditional range of ordering and service delivery channels. Innovators, by contrast, 
conduct many of their business processes, including delivery, online. As Ching and Ellis 
(2004, p.417) note, these definitions go further than simple measures of website features, 
encompassing a variety of promotional, communication and payment activities.  
 
Following a procedure employed by Ching and Ellis (2004) a composite measure of overall 
online activity was calculated based on the relative proportion of five marketing-related 
internet activities—information provision, ordering, product promotion, product 
customisation, and payment. Then, using Ching and Ellis’s (2004) decision rule agencies 
were assigned into three approximately equal samples by adopting a cut-off point of .3 
standard deviation either side of the mean for the composite overall activity variable.  
Agencies more than .3 standard deviation to the left of the mean were classed as 
traditionalists, agencies greater than .3 standard deviation to the right of the mean were 
classed as innovators, and firms between were classed as straddlers. For more detail on the 
classification procedure the reader is referred to Ching and Ellis (2004). 
  
 
Hypothesis Test Results 
 
Analysis of variance on the normalised data was used to test the hypotheses, with the analysis 
results using the above three groups shown below in Table 1 
 
Table 1 Hypothesis Tests 
 
   Traditionalist    Straddler  Innovator    p< 
  
    8  7  5  
Variable     
 
Relative advantage  -.2091  .1097  .5898 ** 
Compatibility               -.1493  .2223  .4749 **   
Cost     .2807              .1148  -4913 ** 
Political pressure  -.1381  .2912  .5655 **  
Customer pressure   .1881  .2659  .2843 NS 
Competitive intensity   .0211  .1978  .1817 NS 
Customers won’t pay   .2598             -.1983  -2458 * 
Complexity    .1469             -.1522                 -4996   **  
Regulatory barriers   .1397             -.0213             -.3011 NS 
 
* p<.10 
** p<.05 
 
As shown in Table 1, the findings generally showed quite positive support for the 
hypothesised relationships in terms of correlations. As is evident from the Table, there are 
statistically significant differences across groups in the directions hypothesized in all but three 
instances, though also at least clear directional differences in the hypothesized directions 
shown, for example, between innovators and straddlers.  More innovative public sector 
agencies were more likely to perceive the adoption of online e-commerce transactions as 
offering relative advantages, greater compatibility with existing agency business practices and 
values, cost benefits compared to standard ways of offering services, as less complex, report 
higher levels of certainly regarding customer willingness to pay, and were more likely to 
report greater levels of political pressure to feature online transactions.   
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Discussion    
 
Relative advantage 
 
The findings show innovators and straddlers are more likely than traditionalists to see greater 
relative advantage to the adoption of e-commerce in terms of online service provision. 
 
Innovators and straddlers listed a broader range of advantages than did traditionalists, as well, 
citing relative advantages to e-commerce adoption to include such elements as allowing 
greater efficiency and lowered costs of operation, possible re-assignment of staff to other 
productive duties, provision of a easily accessible record of transactions for reporting and 
analysis, and greater visibility for the organisation. 
 
These results are consistent with prior studies that have shown relative advantage to be a key 
factor in adoption of an electronic innovation. For example in a study of ATMs and their 
marketing implications, with the results based on a survey of 630 retail banking consumers 
from two separate Australian banking institutions, Rugimbana and Iversen (1994) found that 
that ATM users from both institutions differed quite significantly from non-users in their 
perceptions of at least three relative advantages of ATMs-- convenience, reliability, and 
suitability. In a similar fashion Leblanc’s 1990 study of 208 customers of a financial 
institution, found that in comparison with non-users, the ATM user group was more likely to 
believe the automated teller had the following relative advantages: improvement of service 
quality, reduction of the financial institution's operating costs, no personal or financial risks, 
and is simple to use.  Finally, in their study of online financial services Black,et.al (2001) 
found that adopters were more likely to non-adopters to recognise relative advantages in 
terms of improved accessibility, convenience and cost.  
 
 
Compatibility 
 
The findings have shown innovators and straddlers were more likely than traditionalists to 
report the adoption of e-commerce as compatible with their existing business values and 
practices.  This is consistent with previous research referenced above (e.g. Black, et.al 2000). 
 
Political pressure 
 
Consistent with the qualitative (general) findings shown earlier the quantitative findings of 
this study as revealed in the standardised beta weights show that the adoption of e-commerce 
by governmental agencies is significantly affected by political pressure.  This variable has not 
been featured in previous (private sector) research into online e-commerce decisions, so the 
results are not directly comparable with these studies.  Private sector studies have, however, 
featured an independent variable customers’ pressure, and this variable has been shown to 
have a positive relationship with adoption of electronic innovation (c.f. Premukumar and 
Roberts 1999, Ha 2000 and Thong and Yap 1995).  
  
Competitive intensity 
 
The non-significance of this dimension across the groups perhaps is interesting.  Both the 
qualitative and the quantitative results suggest that agency adoption decisions are perhaps 
more influenced by direct political pressure than by concerns about the efforts of other 
agencies (perhaps not viewed as direct “competitors” in a private sector sense.)  The findings 
may also be a reflection of the relative importance of the other factors tested in the study, 
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consistent with, for example, the research done by Ching and Ellis 2004, where in a study of 
84 SMEs in Hong Kong, they found that competitive pressures were relatively unimportant in 
the adoption decision when compared to the factors of relative advantage, compatibility and 
cost. 
 
Customer pressure  
 
The non- significant differences observed between traditionalist, straddlers and innovators on 
this dimension are perhaps not surprising from at least one aspect.  That is, the qualitative 
data showed the tendency across all agencies to approach the online service adoption issue 
from other than a customer orientation perspective. That is, agencies did not report that they 
were actively conducting marketing research of customer needs and/or desires in terms of 
online service offerings, but rather that they were approaching the adoption decision from 
what might be classically termed a “product” or “production” orientation.  Further, as a 
majority of the actual or potential online service offerings were aimed at individual 
consumers who would likely not have had contact with each other, it is very unlikely that 
concerted customer pressure would have resulted in any case. 
 
 
 
Cost 
 
The quantitative findings of the study with respect to costs are very consistent with the 
qualitative interviews on this issue and with previous research.  That is, more innovative 
agencies were more likely to see the cost benefits of online transactions than those less 
innovative. 
 
 
Perceived customer unwillingness to pay 
 
The quantitative results on this dimension are perhaps reflective of the concerns expressed by 
some agency respondents in terms of perceived difficulties in pricing of online service 
offerings.  While they are not the same thing, if one is not confident of the “correct” price for 
online services, one is perhaps less likely to believe that customers would be willing to pay 
the asked price. 
 
Complexity  
 
The findings of the study showed the influence of perceived complexity in the adoption 
decision.  In particular, those agencies classified as traditionalists were more likely to report 
complexity as a barrier to adoption and implementation. This result is quite consistent with 
results from previous research in the adoption area.  
 
 
Perceived regulatory barriers 
 
Environmental factors relating to regulatory barriers while important, did not account for any 
significant differences between the groups of respondent agencies.  These findings would 
appear to be consistent with the qualitative results from the interviews in which respondents 
across agencies indicated the importance of the Privacy Act, for example, as a key regulatory 
influence on what they might be allowed to do in terms of online transactions. Sharing and 
transfer of public information, the accuracy of information shared, and the legal implications 
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of potential damages arising form service delivery also featured quite prominently in the 
qualitative stage.  
 
Illustrative verbatims included: 
 
“The Privacy Act is a key factor…… We are bound by legislation and privacy issues that 
complicate the sort of transactions and information sharing we can pursue.” 
 
“Probably one of the biggest issues is the sharing of information across several databases and 
agencies required to complete a transaction.  Not only accuracy, but security issues of 
accessing data files come into play.” 
 
 
 
 
Conclusions and Implications 
 
 
This study has systematically investigated factors affecting adoption of online service 
provision by government agencies in Australia. The results contribute to the existing literature 
in several ways.  First, the study has investigated an important, under-researched area for 
marketing inquiry—that dealing with public sector decision-making regarding online 
marketing efforts. Given that both large numbers of citizens will potentially be affected by 
these efforts, and large economic expenditures are likely, the study would seem to have made 
a key contribution. The study has further contributed to existing knowledge by largely 
confirming elements of the Internet experience seen in previous, more descriptive, private 
sector studies of Internet adoption.  Finally, the study has contributed to the existing body of 
marketing knowledge surrounding diffusion theory and the adoption process. 
 
The limitations of the study affect its generalisability. These limitations include the generally 
qualitative nature of the study—aimed at generating insight through follow-up open-ended 
questions and probing of responses, the relatively small sample size, the fact that the study 
was done only in Australia (and principally in Queensland), and the relatively small number 
of quantitative measures used in the interviews given the limited time available to busy 
government officials. These limitations serve as useful directions for further research.   
 
Further research might either usefully replicate the study perhaps within a somewhat differing 
context, or might build on this study as a first effort toward generating insight through a more 
quantitative hypothesis testing approach, with a larger more geographically representative 
sample and additional measures. Other such measures might be drawn from previous studies 
of technology to detail aspects of customer willingness to pay and/or cost/benefit aspects of 
the decision-making calculation, organisational characteristics and differences as these relate 
to the online marketing decision, characteristics of decision-makers, and so on. 
 
Implications for marketing management 
 
In light of today’s fast changing, extremely competitive environment, the qualitative study 
results may imply a sense of some concern for marketing management in that early efforts 
and thinking about on-line service provision by government appear far less then “optimal” 
and are lacking in both strategic cohesion and in customer orientation. While government 
decision-makers show recognition of the importance of the Internet and online service 
provision, and the findings show their recognition of the relative advantage, cost and so on of 
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the innovation, the study results also show that for the most part public sector efforts in this 
area are somewhat ad-hoc and lacking a cohesive strategy for implementation. 
 
Further, the qualitative findings point to the facts that governmental agencies appear to be 
employing a “product” or “production” approach to the delivery of services on-line, with very 
little attention being addressed to the customer side of service delivery issues.  Instead 
decision- making, as revealed in both the qualitative and quantitative results appears to be 
driven strongly by “political pressure”. Ease of “getting something happening” as this relates 
to technology and product offerings is guiding decisions about which service offerings will be 
delivered and to whom. It also appears little is being done in the way of evaluation (or 
planning for evaluation) of such on-line service provision.  
 
Given the above, the results imply that public sector managers might do well to study the 
online, e-commerce efforts of the best of their private sector marketing counterparts. Much 
can likely be gleaned from a study of private sector e-commerce sites or case studies of 
successful online commercial efforts—whether private or public sector. 
.   
Additionally, substantial evidence supports the idea that being market-oriented pays 
dividends, at least in highly developed societies. A number of studies involving more than  
 
500 firms or business units across a variety of industries indicate that marketing orientation 
has a significant positive effect on various dimensions of performance, including return on 
assets, sales growth, and new product success (c.f. Narver and Slater, 1990; Jaworski and 
Kohli, 1993;Slater and Narver, 1994; Workman, 1993), as well as being a key element for 
customer satisfaction and service delivery. The implications for successful public sector 
online marketing efforts would seem clear. 
 
 
 
References  
 
Aaker, D., Mills, M. K. (2005) Strategic Market Management, Milton, John Wiley and Sons 
Australia. 
 
Alpert, F. (1994). Innovation and Buyer Behaviour: The Cumulative Effects of Innovation 
and the Innovator Buying Cycle, Journal of Product and Brand Management 3 (2), 50-62 
 
Auger,P.,Gallaugher, J.M. (1997). Factors Affecting the Adoption of an Internet-based Sales 
Presence for Small Businesses, The Information Society,13(1)55-74. 
 
Antonides, G., Arnesz, H.B., Hulscher, I.C. (1999). Adoption of Payment Systems in 10 
Countries—A Case Study of Diffusion of Innovations, European Journal of Marketing 33 
(11),56-64. 
 
Bennett, R.(1997).Export Marketing and the Internet, International Marketing Review,4 (4-
5)324-344.  
 
Black, N. F.,Lockett, A, Winklhofer, H., Ennew, C. (2001). The Adoption of Internet 
Financial Services: A Qualitative Study, International Journal of Retail and Distribution 
Management,29 (8) 390-398. 
 
Blythe, J. (1999).Innovativeness and Newness in High Tech Consumer Durables, Journal of 
Product and Brand Management,8 (5),425-429. 
Page 13 of 18 
 
Managing Social and Intellectual Capital: Factors Affecting the Adoption and Provision of 
Online Marketing of Government Services 
 
Brady, M.K., Cronin, J. (2001). Some New Thoughts on Conceptualising Perceived Service 
Quality, Journal of Marketing, 65,34-49.  
 
Breitenbach, C.S., Van Doren,D.C.(1998). Value-Added Marketing in the Digital Domain: 
Enhancing the Utility of the Internet, Journal of Consumer Marketing,15 (6)558-575. 
 
Chan, J, Ellis, P.(1998).Market Orientation and Business Performance: Some Evidence From 
Hong Kong, International Marketing Review,15(2),119-139. 
 
Ching, H.L., Ellis, P. (2004). Marketing in Cyberspace: What Factors Drive E-Commerce 
Adoption?, Journal of Marketing Management,20,409-429. 
 
Cooper,R.B.,Zmud,R.W.(1990). Information Technology Implementation Research: A 
Technological Diffusion Approach, Management Science, 36(2), 123-139. 
 
Cronin,M.J. (1996) The Internet Strategy Handbook: Lessons From the New Frontier of 
Business, Boston, Harvard Business School Press. 
 
Curasi, C.F. and Kennedy, K. N. (2002) From Prisoners to Apostles: A Typology of Repeat 
Buyers and Loyal Customers in a Service Business, Journal of Services Marketing, 16(4), 
322-341. 
 
Delone,W.H.(1988)Determinants of Success For Computer Usage in Small Business, MIS 
Quarterly,12(1),51-61. 
 
Doherty,N.F., Ellis-Chadwick,F., Hart,C.A. (1999). Cyber Retailing in the UK: The Potential 
of the Internet as a Retail Channel, International Journal of Retail and Distribution 
Management,27(1)22-36. 
 
Downs, A., Durant, R. and Carr, AN (2003). Emergent Strategy development for 
Organisations, Emergence, 5 (2) ,5-28. 
 
Ellsworth,J.H.,Ellsworth,M.V.(1996). Marketing on the Internet-Multimedia Strategies for the 
WWW, New York, John Wiley and Sons. 
 
Feher,A, Towell,E.( 1997). Business Use of the Internet, Internet Research: Electronic 
Networking Applications and Policy, 7(3),195-200. 
 
Fenech,T., O’Cass,A..(2001). Internet Users’ Adoption of Web Retailing: User and Product 
Dimensions, Journal of Product and Brand Management,10(6)361-381.  
 
Fink,D.(1998). Guidelines for the Successful Adoption of Information Technology in Small 
and Medium Enterprises, International Journal of Information Management,18(4)243-253. 
 
Fuller-Love, MN and Cooper, J (2000). Deliberate versus Emergent Strategies: A Case Study 
of Information Technology in the Post Office, International Journal of Information 
Management,20, 209-223 
 
Gatignon,H., Robertson,T.S. (1989) Technology Diffusion: An Empirical Test of Competitive 
Effects, Journal of Marketing,53,35-49. 
Page 14 of 18 
 
Managing Social and Intellectual Capital: Factors Affecting the Adoption and Provision of 
Online Marketing of Government Services 
Gilbert,D. C., Powell-Perry,J., Widijoso,S. (1999). Approaches by Hotels to the Use of the 
Internet as a Relationship Marketing Tool, Journal of Marketing Practice: Applied Marketing 
Science,5(1)21-38.  
 
Goode, M.M.H., Moutinho, L.A, Chien, C. (1996). Structural Equation Modelling of Overall 
Satisfaction and Full Use of Services for ATMS, International Journal of Bank Marketing, 
14, No. 6, 25-53. 
 
Green, P.E., Wind, Y. (1975). New Ways to Measure Consumers’ Judgments, Harvard 
Business Review,107-117. 
 
Hamill,J., Gregory,K. (1997). Internet Marketing in the Internationalisation of UK SMEs, 
Journal of Marketing Management,13(1-3),9-28. 
 
Harris. B.F., Mills, M.K (1980). The Impact of Item Price Removal on Grocery Shopping 
Behaviour, Journal of Retailing, 56(4). 
 
Hussey, M. and Hooley,G.( 1995) “The Diffusion of Quantitative Methods into Marketing 
Management” Journal of Marketing Practice: Applied Marketing Science:, 13, No. 4,  
 
Jaworski,B.J., Kohli,A. (1993) Market Orientation: Antecedents and Consequences, Journal 
of Marketing,57. 
 
Kangis, P., Rankin, K. (1996.) Interactive Services: How to Identify and Target the New 
Markets, Journal of Marketing Practice: Applied Marketing Science: 2 ( 3) , 44-67. 
 
Leblanc, G. (1990). Customer Motivation: Use and Non-Use of Automated Banking 
International Journal of Bank Marketing, 8( 4). 
 
Leverick, F., Littler, D. W., Wilson, D., Bruce, M. (1997). The Role of IT in the Reshaping of 
Marketing, Journal of Marketing Practice: Applied Marketing Science, 3( 2), 87-106. 
 
Long, G., Hogg, M.K., Hartley, M., Angold, S. “Relationship Marketing and Privacy: 
Exploring the Thresholds” Journal of Marketing Practice: Applied Marketing Science, 51, 
No. 1:4-20. 
 
Lucas, P. (2003.) Queensland Research and Development Priorities, Queensland Government, 
Office of Minister for Innovation and Information Economy. 
 
Meuter,M.L., Ostrom, A.L., Roundtree,R.J., Bittner, M.J (2002)., Self-Service Technologies: 
Understanding Customer Satisfaction with Technology Based Service Encounters, Journal of 
Marketing, 64,50-64. 
 
Mills, M.K. (1995). Consumer Willingness to Pay for Technological Environmental ‘Cost-
Ups’: The Case of Automobiles, Paper presented at the Lincoln University DDEM Seminar 
Programme. 
 
Mills, M.K., Harris, B.F. (1983). Public Policy and Shopping Effectiveness: The Case of Item Price 
Removal, Journal of Marketing and Public Policy, 2.70-81. 
 
Page 15 of 18 
 
Managing Social and Intellectual Capital: Factors Affecting the Adoption and Provision of 
Online Marketing of Government Services 
Mills, M.K. (1994). Marketing Electric Vehicles, Proceedings, Academy of Marketing Science 
World Marketing Congress, Melbourne Australia 
Moore,G.,Benbasat,I. (1991). Development of an instrument to measure the perceptions of 
adopting an information technology innovation, Information System Research,2(30)192-222. 
Narver, J., Slater, S.F. (1990).The Effect of a Market Orientation on Business Profitability, Journal 
of Marketing, 54,1-18 
Newman, K., (2001) “Interrogating SERVQUAL: A Critical Assessment of Service 
Quality in a High Street Retail Bank” International Journal of Bank Marketing 19, 
No. 3,  
 
O’Keefe, R.M., O’Connor, G., Kung,H.J.(1998.) Early Adopters of the Web as a Retail Medium: 
Small Company Winners and Losers, European Journal of Marketing,32(7/8)629-634. 
Ozanne, U. B., Churchill, Jr. G.A.(1971) Five Dimensions of the Industrial Adoption Process, 
Journal of Marketing Research,8,322-328. 
Parasuraman, A., Zeithmal, V.A. and Berry, L.L “A Conceptual Model of Service Quality and 
Its Implications for Future Research”, Journal of Marketing (Fall 1985):41-50. 
 
Phau,I.,Poon, S.M.(2000) Factors Influencing the Types of Products and Services Purchased 
over the Internet, Internet Research: Electronic Networking Applications and 
Policy,10(2).102-113. 
 
Poon,S., Joseph, M. (2001).A Preliminary Study of Product Nature and Electronic 
Commerce, Marketing Intelligence and Planning,19(7)493-500. 
 
Poon,S.,Swatman,P.M.C. (1997) Small Business Use of the Internet: Findings From 
Australian Case Studies, International Marketing Review,14(4-5)385-402. 
 
Pope, N.K., Brown, M.,Forrest, E.J. (1999). Risk Factors Affecting the Intention to Purchase 
Sporting Goods on the Internet, Sports Marketing Quarterly 2( 2),25-33. 
Premkumar,G., Ramamurthy,K., Nilakanta,S. (1994) Implementation of Electronic Data 
Exchange: An Innovation Diffusion Perspective, Journal of Management Information 
Systems,11(2)157-186. 
 
Premkumar, G., Roberts,M.(1999). Adoption of New Information Technologies in Rural 
Small Businesses, Omega, International Journal of Management Science,27,467-484. 
 
Rogers,E.M.(1983). Diffusion of Innovations, Third Edition, New York, Free Press. 
 
Rugimbana,R, Iversen,P. (1994). Perceived Attributes of ATMs and Their Marketing Implications, 
The International Journal of Bank Marketing,12 (2)30-35. 
Slater, S. F., Narver, J.C. (1994.) Market Orientation, Performance, and the Moderating 
Effect of Competitive Environment, Journal of Marketing,46-55. 
 
Soh, C.,Quee,Y.M.,Fong, F.G.,Chew,D.,Reid, E. (1997).  The Use of the Internet for 
Business: The Experience of Early Adopters in Singapore, Internet Research: Electronic 
Networking Applications and Policy,7(3),217-228. 
Page 16 of 18 
 
Managing Social and Intellectual Capital: Factors Affecting the Adoption and Provision of 
Online Marketing of Government Services 
Teo, T.S.H. (2001).Demographic an Motivational Variables Associated with Internet Usage 
Activities, Internet Research: Electronic Networking Applications and Policy, 11(2),125-137. 
 
Teo, T.S. H. ,Tan,M., Buk, W.K.(1997) A Contingency Model of Internet Adoption in 
Singapore, International Journal of Electronic Commerce,2(2),95-118. 
 
Thong, J. Y. L. (1999) An Integrated Model of Information Systems Adoption in Small 
Businesses,  Journal of Management Information Systems, 15(4), 187-214. 
 
Thong, J. Y. L., Yap, C.S. (1995). CEO Characteristics, Organisational Characteristics, and 
Information Technology Adoption in Small Businesses, Omega, International Journal of 
Management Science, 23(4),429-442. 
 
Vadapilli, A., Ramamurthy.,K. (1998.) Business Use of the Internet: An Analytical 
Framework and Exploratory Case Study, International Journal of Electronic Commerce, 
2(2),71-94. 
 
www.idc.com
 
Webb, B.,Sayer,R. (1998). Benchmarking Small Companies on the Internet, Long Range 
Planning 31(6), 815-827. 
 
Workman,J. (1993) When Marketing Should Follow Instead of Lead, Marketing 
Management,2,8-19. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Page 17 of 18 
 
Managing Social and Intellectual Capital: Factors Affecting the Adoption and Provision of 
Online Marketing of Government Services 
Appendix One; Agencies and Respondents Numbers Interviewed 
 
Queensland Transport –3 
Canberra Connect  Project–4 
Brisbane City Council-4 
Department of Natural Resources and Mines 1 
QLD Department of Main Roads-3 
Queensland Treasury ASAP program-3 
Department of Premier and Cabinet-3 
Queensland Rail—2 
CITEC-6 
Queensland Office of Fair Trading-1 
Education QLD-1 
Department of Familes-1 
Department of Health-1 
Public Works –2 
Employment and Training-1 
QLD Local Government and Planning-1 
QFLeet-1 
NSW Police-1 
Immigration and Multicultural Affairs-2 
VIC Roads-1 
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